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Nowadays, empirical studies revolving around institutions have increased, because 
there is evidence that it improves economic performance. This paper investigates the 
effect of the institutional quality on the real per capita GDP in a world sample of 60 
countries between 1996 and 2013. Also, we use the Arab Spring to focus on the 
recent uprising in the Arab world to analyze its effect on both the institutional 
quality and the real per capita GDP growth rate. This study will be based on growth 
regressions, and we will use the fixed effects regression to analyze our panel data, 
and to identify the major determinants of growth. Also, there is several drawbacks 
when using growth regressions either related to the availability of data, the choice of 
the independent variables, or the sample selection.  
  
The results showed that the institutional quality and the investment as a percentage 
of GDP have a significant positive effect on growth. The Arab Spring has a 
significant negative effect. Four dimensions out of the six of the World Governance 
indicators also have a positive effect. The Education variables and the trade 
openness are unclear for further interpretation.  
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Chapter 1 Introduction 
1.1 Motivation (or Background) 
The Arab Spring is a series of protests or revolutions that happened in the Middle 
East and North Africa1 in late December 2010. It has caused the deposition of many 
autocrats that have been ruling those countries for several decades. This wave of 
revolutions, which started in Tunisia, had a domino effect in the entire MENA region. 
In order to understand the reasons that caused these revolutions, one must look at the 
social, economic, and political conditions of those countries before and after the 
happening of the Arab Spring. It all started on 17 December 2010, when Mohammed 
Bouazizi, an informal fruit and vegetable seller self-immolated because the local 
authorities took all his fruit under the pretext that he didn’t pay a fine, whereas he 
didn't want to bribe them. 
  As a result, the people showed their dislike of the functioning of their local 
institutions, whether political, social, and economical, via a series of protests.  This 
revolution propagated to the neighboring countries such as Algeria, Bahrain, Egypt, 
Libya, Syria, Saudi Arabia, and Yemen at different levels of intensity. Protests either 
asked for a regime change or political, economic, and social institutional reforms to 
stimulate the economy and to improve the welfare of the people. The rulers of Arab 
Spring' countries have faced the revolutions in different ways. Some were pushed to 
resign from the presidency and flew the country, some were killed, whereas, others 
stepped up and announced both a constitutional change and a series of reforms.  
As mentioned in Razzak (2011), “The recent uprising in a number of Arab 
countries has come as a surprise to people all over the world because they were highly 
unanticipated”. In 1996, the former King Hassan 2 of Morocco said, “ There will 
come a day when the political instability of the “Maghreb2” will create popular 
uprisings. I reformed my constitution to have popular, political, economic and social 
                                                 
1 It is defined as the region that starts from Morocco to Iran. 
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stability. I lead my small boat so that the crown prince can aim it easily against winds 
and tides. My subjects will always remain tied to the monarchy3”. That day did come.  
The World Bank Development Research group created the World Governance 
Indicators (WGI) project to measure six dimensions for governance starting in 1996 
bi-annually, and annually from 2002 to 2013, and that for more than 200 countries. 
The dimensions are as follow: Voice and Accountability, Political Stability and 
Absence of Violence/Terrorism, Government Effectiveness, Regulatory Quality, Rule 
of Law, and Control of Corruption. Kaufman, Kraay and Mastruzzi (2010) developed 
these dimensions. Specifically, they are meant to assess the quality of institutions of 
those countries. More specifically, they explain the degree to which those institutions 
use their power, and they represent the perceptions of the civil society. That is, they 
are said to be “probably the most carefully constructed governance indicators”. 
[Kaufman, Kraay and Mastruzzi (2007, p2)].  
The current literature about the effect of the Arab Spring happening and 
institutional quality on economic growth is not as large as it seems, and there are more 
qualitative studies than quantitative ones. The qualitative studies use different 
perspectives to analyze the Arab spring event ranging from using the institution 
theory developed by Acemoglu et al. (2004) to the reasons behind the uncertainty of 
the type of regimes that can emerge (Gard-Murray, Bar-Yam, as well as the solutions 
to overcome this period using the most appropriate response as in Abdou and Zaazou 
(2013). The quantitative studies measure either the effects of the institutional 
framework of the early Islam period of the countries conquered by Arab armies to 
explain the recent uprisings as in Chaney, Akerlof and Blaydes (2012), while 
Acemoglu, Hassan and Tahoun (2014) relate the stock returns of firms listed on the 
Egyptian stock exchange to the number of protesters and their activity on social 
networks. Acemogly, Johnson and Robinson (2005) used the separation of Korea as a 
natural experiment to study the effect of the choice in the set of institutions to explain 
the long-run growth. In this paper, we will use the Arab Spring itself and the change 
                                                 
3 I translated the quote from French to English from the following source. Ouazzani, Hassan, 2011. “Droits de 
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in institutional quality to investigate the growth in GDP per capita.  First, we will use 
the institutional quality indicator simply as an average of the six dimensions meant to 
measure governance. Then, we will use those dimensions as single regressors. In fact, 
empirically, we will focus on the fixed effect model.  
Several scholars analyzed the institutional quality of countries after 
revolutions since the French revolution in 1789, but few of them analyzed it with 
regard to the Arab Spring, as it just started 3 years ago. This paper will focus mostly 
on cross-country panel data analysis to study the economic growth of Arab countries 
compared to our world sample4 using the event itself, the change in institutional 
quality, investment, and education between 1996 and 2013. 
1.2 Overview of this Thesis 
This thesis is designed as follow. Chapter 2 describes the Arab spring and the 
institutional theory, and the use of the WGI to measure institutional quality. Chapter 3 
includes the analysis of the data and the interpretation of the empirical results. 
Chapter 4 concludes this paper. 
1.3 Literature Review 
The literature on the economics of institutions is very large. Scholars have 
examined institutions being a major determinant of growth.  In fact, this paper 
examines whether the effect of the Arab Spring on the quality of institutions can 
improve the economic performance of the Arab World. There is evidence that the 
quality of the political and economic institutions determines the economic 
performance or growth. 
 North and Thomas (1973) explain how the efficiency of the economic 
institutions of European countries is an important determinant of their growth. This 
book represents one of the first findings about the economics of institutions. Benhabib 
and Rustichini (1996) prove that when there is a conflict of distribution of resources 
amongst the different social groups, the growth will be slow and low, or stagnant.  
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Hall and Jones (1999) explained that human and physical capital is not enough 
to explain the changes in output per worker. In fact, they explained the growth of the 
output per worker via the policies implemented by governments and the institutions, 
precisely referred to as “social infrastructure”.  
When scholars have found that the different religions brought up with the 
colonization had an effect on the economic prosperity of Latin America, Acemoglu et 
al. (2001), after econometrically controlling for the effect of economic institutions, 
found out that neither the identity of the colonial power, nor the proportion of 
populations with various religions, nor the fraction of Europeans in the population 
were significantly affecting the income per capita. 
That is, such revolutions made scholars develop innovative cultural, historical, 
economical, and religiosity variables to study democracy and institutions in different 
samples of countries, as observed in Acemoglu, Johnson, Robinson and Thaicharoen 
(2002). Acemoglu, Johnson, and Robinson (2002) examined the role of both 
institutions and geography in promoting growth, but they provided evidence that 
institutions matter more than geography. 
Acemoglu et al. (2002) shows that from 1970 to 1999, institutions cause the 
difference in the countries’ economic growth. They provide us with macroeconomic 
evidence that the quality of the macroeconomic policies and its performances is linked 
to institutions as being “symptoms”, that are viewed as a result of either bad or good 
institutions. In other words, weak or poor macroeconomic policies are associated with 
bad or weak institutions, whereas strong macroeconomic policies are linked to strong 
and efficient institutions.5 
Dollar and Kraay (2003) studied the empirical relationship between the 
institutions and trade on the economic growth. They found several problems that arise 
when using instrumental historical or geographical variables to differentiate between 
the specific effects of both institutions and trade on the economic performance in the 
                                                 
5 Daron Acemoglu, Simon Johnson, James A. Robinson and Yunyong Thaicharoen, “Institutional causes, 
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long run such as the identification of the right instrumental variable and its strength6 
to solve the endogeneity problem. Levchenko (2004) also investigated the relationship 
between the institutional quality and international trade. He provides strong empirical 
evidence that the difference in the quality of institutions within countries is a major 
determinant of trade flow and growth.  
Benhabib and Przeworski (2004) explain that the survival of a democracy 
relies heavily on income per capita. In other words, in order to sustain democracy, 
income plays a worthwhile part. They also discussed the role of both the initial 
distribution of income among the social groups and their ability to depose democracy. 
They also show that there is a threshold of per capita income above which democracy 
will be sustained, and that for each country, because there is enough equality, and 
neither the poor nor the rich have enough power to establish a new system of 
dictatorship to protect their own interest. 
Acemoglu, et al (2005) used the separation of Korea as a natural experiment to 
assess both of their economic performances over the last decades via their divergent 
institutions, especially that they were sharing the same culture and the same 
geography. This can be seen as the best explanation to why the quality of institutions, 
whether political or economic, is the key for growth. Basically, the economic 
performance and advancement achieved by South Korea showed that institutions do 
matter for growth. 
 Furthermore, the colonization wave by the European countries also 
represented an interesting theory in understanding the relationship between the 
different institutions set by the colons to benefit from them and the economic 
performance of the colonized countries. The concept following the fact those colonies 
were subjected to weak institutions if they were rich and densely populated, and to 
strong institutions when they were poor and with a low population density, referred to 
as the institutional reversal. Basically, “when they did not settle, they were choosing 
economic institutions simply to extract resources from the native population. When 
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they settled in large numbers, economic institutions and policies emerged in order to 
protect them in the future and encourage investment and prosperity”7 
Acemoglu (2006) shows that it is the elite of the country that shapes the 
policies to be implemented inefficiently, which leads to inefficient institutions. In fact, 
he proposed several theories to explain this inefficiency ranging from consolidating 
the political power in the hands of a few, to whether the distribution of resources and 
revenues is meant to impoverish the middle class via high taxes or to encourage them 
to participate in the economic growth by investing and generating profit. After 
reviewing the literature about the relationship between institutions and economic 
performance in general, we will discuss the literature about the institutions of the 
Arab world countries during the Arab Spring. Also, it will discuss the role of the 
colonization in shaping their institutions, as well as the Korean experiment.8 
As a matter of fact, the scholarly literature came up with several explanations, 
theories and hypotheses to this event, as discussed in Chaney, Akerlof and Blaydes 
(2012). They explained how the countries that were conquered by Arab armies are 
short of democracy, and that the institutions brought by those same army conquests 
can explain such lack. 
In order to understand the happening of the Arab Spring and its relationship 
with the concentration of power and the weakness of the civil society, Chaney, 
Akerlof and Blaydes (2012) used government share of GDP, the number of trade 
unions normalized by GDP, and the ease of accessing loans provided by the existing 
institutions as proxies to estimate the role of Arab armies conquest in establishing 
such systems in Muslim-majority countries. They found that Muslim countries that 
weren’t part of the Arab army conquest had better institutions and economic growth 
than those that were. 
 In his paper, Moaddel (2013), used the results of surveys about Egypt, 
Iraq, Lebanon, Pakistan, Saudi Arabia, Tunisia, and Turkey, collected from several 
                                                 
7 Daron Acemoglu, Simon Johnson and James A. Robinson, “Institutions as a Fundamental Cause of Long-Run 
Growth.” Handbook of Economic Growth, Volume 1A, (2005). pp. 425 
8 Daron Acemoglu, Simon Johnson and James A. Robinson, “Institutions as a Fundamental Cause of Long-Run 
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firms and agencies, to make a comparative assessment about the perception of the 
people on several principles about social organizations, including national vs. 
religious identity, gender equality, Islamic modernism, liberalism, and nationalism, to 
provide which type of political power the population will fall for after the Arab Spring, 
as well as its main challenges within the Arab Spring. 
Acemoglu and Robinson (2014) investigated theoretically how the choices of 
institutions in an interdependent and advanced technological world contribute to the 
growth via knowledge spillover. This way, less developed countries will be able to 
contribute to the world technology. They also discussed the different types of 
institutions that may allow those countries to contribute. 
 Fred MacMahon (2014) studied the Arab world’ countries, excluding 
Syria and Libya, to assess the role of the institutions in strengthening the economic 
liberty before and transiting by the Arab Spring, using the indicators developed by 
Freedom House and other variables such as, young and adult unemployment rates and 
GDP per capita. He gave a pertinent analysis of what happened to the Arab world 
countries during the Arab Spring. The main findings is that their political freedom and 
civil rights are improving,, Also, Few  Arab countries have witnessed a good overall 
institutional quality, and which are, Egypt, Oman, Tunisia, and Yemen. 
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Chapter 2 The Arab Spring and the World Governance Indicators 
2.1 The Arab Spring and the Institutional Theory 
The Arab Spring can be seen as a series of pro-democratic protests that happened in the 
MENA region and that initiated both the overthrow of several dictators and an institutional 
reform, including but not limited to, Tunisia, Egypt, and Yemen. The protests started mainly 
due to the increase in the levels of social inequality, unemployment levels, and corruption.  
Therefore, it is correct to assume that the protesters belonged to a large proportion of the 
population for whom the country’ system didn’t work in their favor, also described as those 
“finding common cause with a once powerful but much repressed labor movement”, in 
Anderson (2011). The remaining proportion was favored via the system.  
 It is very important to understand how institutions in the Arab world evolved within 
the last century. In fact, institutions are defined as “the rules of the game in a society,…, the 
humanly devised constraints that shape human interaction” [Acemoglu (2012, p3)]. 
As discussed in Razzak (2013), institutions are linked fiercely to the historical roots of 
the Arabs themselves. Before being colonized, the Arab people followed both a tribal and a 
religious system. Some are still following both systems, such as Morocco. This patriarchal 
hierarchy didn’t cease to exist even with the set of institutions brought up by the colonization. 
As a matter of fact, the independence of the Arab countries only made it much more stronger 
because of the leaders’ decisions in maintaining the same institutions. The prosperity of the 
citizens was ignored, except for those belonging to the political sphere. 
 Hence, it is necessary to analyze these institutions based on the institutional 
framework developed by Acemoglu et al. (2005) shown below. 
 
Figure 1: Institutional Framework  
 
Source: Daron Acemoglu, Simon Johnson and James A. Robinson, “Institutions as a Fundamental Cause of Long-Run 













Chapter 2 The Arab Spring and the Worldwide Governance Indicators 
 
 9
I will start by explaining this theory, then, I will explain the situation in the Arab 
Spring countries before and after the happening of the revolution. The existing 
political institution and the distribution of resources affects de jure and de facto 
political power, respectively. De jure political power refers to the political power put 
upon a single individual or entity by the political institutions, whereas the resources 
and wealth of a specific group determine their de facto political power. The more 
wealth a certain group has, the more it will be able to use the political institutions for 
their own interests and to oppress other social groups.  Therefore, the two types of 
political power affect the actual economic institutions at time t and the political 
institutions in time t+1. The economic institutions determine the economic 
performance and the distribution of resources at time t and t+1 respectively.  
 We will shed the light on what happened during the Arab uprisings. We will 
start by analyzing the Arab countries using a chronological order. Before the uprising, 
both the president of Tunisia and that of Egypt were holding de jure political power 
because of the political institutions, whereas their families, siblings and political 
friends had de facto political power, which comes from the distribution of resources. 
These two examples represent how the political power is kept in an inner circle, and 
used to influence the economic institutions for their own profit. This has created 
social inequalities through the misdistribution of resources, and restrictions on the 
ability of those countries to grow economically through weak economic policies. On 
the wake of the uprising, the people of these two countries became the new de facto 
political power, and are trying to change the nature of the political institutions in order 
to create economic growth through re-establishing the right set of economic 
institutions9. In Yemen, the violence between pro and anti-regime ended with the 
resignation of the president, and the election of a new president. This is an illustration 
of how those who hold de jure political power lost much of their influence, and of 
how those who became the new de facto changed the country’s system.  But, there is 
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